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DIRECTORS’ REPORT TO THE 
SHAREHOLDERS 


Commercial operations commenced on Octo- 
ber 1, 1972 and 1973 was thus the Company’s first 
full year of operation. Earnings for 1973 were 
$31,898,000 or $3.89 per share compared to the net 
loss of $1,215,000 incurred in the three month 
operating period in 1972. Earnings per share are 
based on the weighted average number of shares 
outstanding during the year. Costs, ore grades, 
metallurgical results and operating performance 
were consistent with objectives and substantial 
progress was made in repayment of the major loan 
financing undertaken to finance the development 
and construction of the Company’s copper-molyb- 
denum property in the Highland Valley of British 
Columbia. 


The sections of this report that follow comprise 
a more comprehensive report on the 1973 oper- 
ations and the general affairs of the Company. 


Financial 


Revenue from mine production, comprising 
copper, molybdenum and minor precious metals 
values, totalled $96,016,000 as compared to 
$10,636,000 in the three month operating period in 
1972. Copper prices, which were at unduly low 
levels in 1972, began to increase in the early part of 
1973 and were at a high level for the remainder of 
the year. Provision was made for Provincial mining 
taxes in the amount of $5,192,000 in 1973. The 
Company’s earnings were exempt from Federal 
income taxes until December 31, 1973; provision 
for such taxes will be made in 1974 on a deferred 
and/or current basis as applicable. 


The composition of the Company’s long term 
debt and the changes therein in 1973 are set out in 


detail in Note 4 to the Financial Statements. Dur- 
ing the year principal repayments and interest pay- 
ments totalling $26,658,000 and $8,487,000 re- 
spectively were made. Interest not currently 
payable on Income Debentures was accrued and 
charged to earnings in the amount of $4,573,000. 
In January and February 1974 additional bank loan 
repayments of $3,600,000 and $5,706,000 _ re- 
spectively were made, which reduced the prin- 
cipal amount of the original $60,000,000 loans to 
$24,289,000. 


Operations 


In 1973 a total of 24.1 million tons of waste and 
14.0 million tons of ore were mined, representing 
an average of almost 140,000 tons of material han- 
dled per mining day at a waste to ore ratio of 
le alt 


The average daily milling rate of 35,459 tons for 
the first quarter was lower than the designed aver- 
age daily milling rate of 38,000 tons. This rate was 
exceeded for the remaining nine months and the 
average for the year was slightly in excess of the 
design rate. 


The milling, metallurgical and production data 
for the year were: 


Tons of ore milled 13,987,154 
Average tons milled per day 38,320 
Average millhead grade 
— copper 422% 
— molybdenum 017% 
Average mill recovery 
= cOppel 89.5% 
— molybdenum 71.9% 
Pounds of payable metal in 
concentrate produced (thousands) 
— copper 102,180 
— molybdenum 3,481 
Ounces of silver produced (thousands) 431 
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Shipments totalling 86.4 million payable 
pounds of copper in concentrate and 3.4 million 
pounds of molybdenum in concentrate were made 
during the year. An additional shipment of 11.6 
million payable pounds of copper in concentrate 
was made early in January 1974. 


Net capital expenditures in 1973 were $3,290,000. 
In addition to normal capital replacements, the 
capital program included three projects under- 
taken to improve operating efficiencies and to 
meet additional needs for employee accom- 
modation. These comprised the addition of a 15 
cubic yard shovel, one 120 ton truck and one 200 
ton truck to the mining operation, a major revision 
to the tailings system and an additional mobile 
home park at Logan Lake. The tailings system re- 
vision will reduce pumping costs and improve 
operating reliability. It includes re-routing part of 
the line through areas that were not available 
when the system was constructed originally. These 
projects were complete or virtually complete by 
year end. 


The ore reserves delineated at the time the de- 
cision was made to bring the mine into production 
were 293 million tons of ore with an average grade 
of 0.427% copper and 0.014% molybdenum. A 
comprehensive program was undertaken in the 


last quarter of 1973 to define the total ore reserves 
contained in the Lornex property and to determine 
the optimum mining rate for extraction. As of 
this date the indication is that additional ore 
reserves contiguous to and _ beneath the 
presently planned open pit mine will be identified. It 
is expected that the program will be completed 
in 1974. 


Employee Relations 


At December 31, 1973 there were 653 employees 
of the Company of whom 474 were engaged in 
production and 179 were engaged in executive, 
technical, administrative or clerical functions. 


The collective agreement between the Cor- 
poration and the United Steelworkers of America 
is in effect until June 30, 1974. There was a work 
stoppage for one and one-half days in July and an 
eight day work stoppage in October. Except for 
these occurrences employee relations have been 
reasonably good. 


General Considerations 


The Company’s earnings are highly sensitive to 
the world price of copper and there is no reliable 


LORNEX’S FIRST PICNIC, held well before the first snow, turned out to be a resounding success. 

With just about everyone at the mine turning out, plus their families and friends, more than 1,000 took part in the day’s 
activities. The weatherman cooperated completely and there were hot dogs, drinks and plenty of action for everybody. 
The picnic was held at a nearby ranch so the program included such horsey events as a barrel race and musical chairs 
(saddles to be precise). There was also a tug of war, won by a strong-arm open pit crew, mucking and horse shoe pitching. 


a o 
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NEW EQUIPMENT AT LORNEX: GIANT-SIZE OF COURSE 


Lornex added another mammoth electric shovel and a 200-ton-capacity dump truck to its array of heavy equipment 


The truck is one of the few of that size in the world Fully loaded it weighs more than 350 tons and is powered by a 
locomotive diesel engine. 


Lornex has 22 other haulage trucks carrying ore from the open pit to the crusher. They have a capacity of 120 tons each. 
The new shovel’s capacity is 15 cubic yards (about 15 tons), the same as that of the four other shovels at the mine. 
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means of forecasting the price of this metal in 1974 
and subsequent years. Lornex’s entire copper pro- 
duction is sold to a group of Japanese smelting 
companies under a long term contract. The energy 
problem that confronted the Japanese late last 
year appears to be improving. 


The Company’s tax exempt period having ex- 
pired, a charge against earnings will be required 
for Federal income taxes in 1974. Federal tax leg- 
islation is unclear and its effect on Lornex and 
other natural resource developers is uncertain. The 
Government of the Province of British Columbia 
has introduced Bill 31, a Mineral Royalties Act. If 
enacted in its present form it will have the direct 
and immediate effect on Lornex of reducing earn- 
ings in 1974 and future years by material amounts 
and will also reduce significantly the rate of re- 
payment of the Company’s debt. 


Lornex has now established itself as an efficient 
world scale producer and further operating im- 
provements are planned for 1974. The preliminary 


indications from the Company’s ore delineation 
program are that its ore reserves will be increased. 
The effect of these positive factors can, as indi- 
cated, be modified or offset by forces beyond the 
Company’s control but under reasonable and nor- 
mal conditions Lornex can be expected to con- 
tinue as a strong and viable enterprise. 


Appreciation: 


The year 1973 was successful in terms of oper- 
ating results and in establishing a balanced oper- 
ating position from which additional im- 
provements will evolve. The Directors wish to 
extend their appreciation to the members of the 
Lornex organization whose efforts have made this 
possible. 


Vancouver, B.C., 
February 27, 1974. 


R. D. Armstrong, 
President. 


Auditors’ Report 


To the Shareholders of 
Lornex Mining Corporation Ltd.: 


We have examined the statement of financial position of Lornex Mining Corporation 
Ltd. as at December 31, 1973, and the statements of earnings, retained earnings and 
changes in financial position for the year then ended. Our examination included a 
general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the financial position of the 
Company as at December 31, 1973 and the results of its operations and the changes in its 
financial position for the year then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


Vancouver, British Columbia COOPERS & LYBRAND 
February 6, 1974 Chartered Accountants. 
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(Incorporated under the laws of British Columbia) 


ACCOUNTING POLICIES 


The principal accounting policies followed by Lornex Mining Corporation Ltd. 
are summarized hereunder: 


REVENUE FROM MINE PRODUCTION AND VALUATION OF CONCENTRATES 
AWAITING SHIPMENT 


A group of Japanese smelting companies has contracted to purchase the 
Company’s entire production of copper concentrate for a period of twelve years 
expiring in 1984. A United States company has contracted to purchase the 
projected annual molybdenum concentrate production for a period of five years 
expiring in 1977. 


Production is valued and taken into income as revenue from mine production at 
estimated realizable metal prices less provision for possible fluctuation in price; 
concentrates awaiting shipment are also valued on this basis. Adjustments are 
made to revenue from mine production with respect to concentrate shipments 
when the actual metal price is known and the final weight and assay adjust- 
ments are determined. Estimated smelting, refining and marketing charges are 
accrued at time of production and these charges are also adjusted with respect 
to shipments when the final weight and assay adjustments and marketing 
charges are determined. 


At December 31, 1973 inventories of 20,248,370 payable lbs. of copper and 
749,356 payable lbs. of molybdenum contained in concentrates awaiting ship- 
ment were valued as described above; the final price has been established in 
respect of a January 1974 shipment of approximately 11.6 million payable 
pounds of copper for which final weight and assay adjustments and marketing 
charges had not been determined. 


CONVERSION OF UNITED STATES CURRENCY 


The accounts in United States currency are stated in Canadian dollars on the 
following basis: 


Current assets and current liabilities at year-end exchange rates; all other assets 


and long term liabilities at rates in effect at time of transactions, and revenues 
and expenses at actual rates prevailing during the year. 


MINE SUPPLIES 


Mine supplies are valued at average cost. 


DEPRECIATION AND AMORTIZATION 


Depreciation is provided on mining equipment on a straight-line basis over the 
shorter of its physical life or the estimated life of the mine. The cost of plant and 
equipment, mining properties and preproduction expenditures is amortized on 
a unit-of-production basis over the estimated life of the mine. 


INCOME AND MINING TAXES 


Under applicable Canadian income tax legislation, the income of the Company 
was exempt until December 31, 1973. 


A recent decision of the Federal Court of Appeal (presently under appeal in the 
Supreme Court of Canada) raises the possibility that a material portion of the 
income reported by the Company as being exempt under the provisions of the 
Income Tax Act may be subjected to tax. There is no satisfactory precedent 
upon which to base an estimate of any additional income taxes, in the event the 
Supreme Court establishes a different method of calculation of the tax exempt 
income. 


Full provision has been made for Provincial mining taxes. 


Deferred tax accounting procedures are being followed with respect to Provin- 
cial mining taxes and will be followed with respect to income taxes com- 
mencing in 1974. 
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Statement of Financial Position 


DECEMBER 31, 1973 
($000’s omitted) 


CURRENT ASSETS: NDT 3 19a 
Cash and short: term: deposits: 2 cree ec $25,803: ae ba 00S 
Accounts and settlements receivable and prepaid expenses ................ 4,126 2,816 
Concentrates awaiting SHIPMENT «acco. eee cee ote arene 18,773 2,844 
Mine suppliés 2.cc.c.isacunstiestesenpecdenseatenue Gttats worked maceeemey Se ec te cre e 5,507 4,337 

TOU. fo ..c5.cesesekigepnotensoedesevectseaud ictbebcepteneet seecundee tee vaya aries: ee tame aeeeee 34,289 15,250 
Less: 
CURRENT LIABILITIES: 
Accounts payable: and accrued liabilities 2). n....0esee ee eee 5,591 370 | 
Payable to Rio Algom: Mines: Limited j2.c ims.c cee 573 3,245 
Provinctal mining-taxes payable Gtr creel ae a 2,477 = 
Long term debt due within one year (Note 4) ........ccccccccceeecsceeescneeeense 4,523 6,153 
POttal.ccccescinuaivaastvestoe teat conse sateen ge pause dar epee ve ene ee 13,164 13,149 

WORKING: CAPITAL? yitcuecpscaons Uetoietet te ey eee, oe ee 21,125 2,101 

Plant and equipment, less depreciation (MOte 2) .i......cecceccecceceercsesseeeseees 91,309 93,962 

Mining properties and preproduction expenditures 
less :amortization:(note:3).0.23. ence ee 44,502 46,925 

TOTAL, ASSETS LESS,” CURRENT LIABILITIES 6 oe 156,936 142,988 

Deduct: 

Long term»debt (note 4)... eee 112,373 133,147 
Deferred: Provincial mining taxes 763 a on, ee ee 2715 = 

115,088 133,147 

EXCESS OF ASSETS. OVER | LIABILITIES= eevee $ 41,848 $$ 9841 


OWNERSHIP EVIDENCED BY: 
Capital stock (note 5) 
Authorized — 
9,500,000 common shares, par value of $1.00 each 
4,500,000 Class A shares, par value of $1.00 each 


Issued — 
8,214,662 common shares (7,331,904 shares in 1972)... $8215: 5) #332 
— * ClassiA shares (867,758 shares 101972 )\aucen en ee = 868 
8,215 8,200 
Premium less discount on shares issued for cash (includes $94 premium 
on shares issued under stock option plan in 1973 and $6 in 1972). 2,950 2,856 
Retainedseamings = (Gencit) acacia ee eee ee ee 30,683 (1,215) 
Total 2o5.xsis ssc cccicts Ss sb de pessoa eR Oe $ 41,848 $$ 9841 
Approved on behalf of the Board: 
NEIL B. IVORY, Director. R. D. ARMSTRONG, Director. 


Statement of Earnings 
YEAR ENDED DECEMBER 31, 1973 


($000’s omitted) 
REVENUE: 1973 1972 
REVENUE MrOManuMe Productions... ce. oes es erences $ 96,016 $ 10,636 
Less smelting, refining and marketing charges ..........cce 14,187 1,689 
INGUTEVETILIC meer ay oat Oren tee cia aR er Crue Pi tia 81,829 8,947 
Tivescimentealv-OLnernNCO Mcgee... nn. .ak ie. oer cey eens 831 = 
82,660 8,947 
EXPENSES: 
1S) CK AIT SECO Us torre Seer cn wiser aie Aa daehle ite «tracts Meee stag 21,104 4752 
Administrative and general Expenses .........cccccccceseeessseseeseseseeeees 4,763 880 
PINOLUZ ALON anc Cele CHatlOM ee anwa. ated es nara os oendeeceeeas 8,366 1,781 
34,233 7,413 
ODOC BOLOl lease tes hatha Mee eel cccaei MAR esse Ae vc sks Wilt yb est inc 48,427 1,534 
Prete smeOne OMe Stethiy Ce Dime at... eerec ns rinikac teers eayin areates 11,337 2,749 
Eamminesspetore Proviticial mining. taxes c5....40lsetacet-csceavcoresoxc 37,090 (1,215) 
Provincial mining taxes 
Sm COUN TES | Umeiais uence ee Mr Tet Ate Getafe tae gnc idl sare dee Meng Soko ca 2,477 = 
ge ET OLN Wier ateaertns cod Urn A Sacto .csevataererd.aicctuaticcieenacme nae cens 2745 — 
5,192 = 
NE TREARINING5oe(L OSS) REO)Ray HiBeY CAR Gs cence etre eee eh ac $ 31,898 br (19215) 
ste ON NUN Gi ae (ECOG) RUE E mr OPA En scemiey.cunctciwotiatcseeesns<ctrarse oesenjae $ 3.89 $ (.15) 


The statement of earnings for 1972 reflects only the three months from commencement of operations 
on October 1 to December 31, 1972. 


Statement of Retained Earnings 


YEAR ENDED DECEMBER 31, 1973 
($000’s omitted) 


1973 Lore 
BAGAN GE a beginning .oteVvCalescr ete crear eee oe tse eters caise: $ (1,215) pe 
Netgearningse |OSs)stOr tie :y Calin .sstcte st sccre ts acurmcssacnsats sen savsneesesses 31,898 (17215) 
BAAN CEICTIC BOlmY Calas eect atic ee on eet ett ok yey sce $ 30,683 we ll, “Abe 


Statement of Changes in Financial Position 


YEAR ENDED DECEMBER 31, 1973 
($000’s omitted) 


SOURCE OF FUNDS: 1973 1972 
Operations 
Net earnings: (loss) for Year o....cicncconseansceeecmere tes ee ree ee $ 31,898 $ (1,215) 
Add charges against earnings not involving current outlay of funds: 
Amortization and depreciation 2...5 22.90. 8,366 1,781 
Interest on Income Debentures, Ct. icine veneered peo 4,573 1114 
Deferred Provincial mining taxeSi.4...244. ci oe ee ee 2,715 = 
Total funds. from operations) choline ee ee 47,552 1O27, 
Bank 1Oais  scccscscescecdsceus saspseheatantsnaesces fu lcmeeteten ame eee es rec eiee Oe ee =e 24,000 
Units of 8%% Series A Income Debentures and shares ..........c.cccceeeeee = 4,352 
Housing: loans (net) \s8 nears eee ee re = 407 
Issue of common shares under stock Option plan ............escsseescerseereeree® 109 7 


DISPOSITION OF FUNDS: 
Reduction of long term debt: 


Bank, loans: (see: note) Uenjcccsd aici eee orl eee 24,775 5,900 
Bale NOTES 2 i desacsdtesesarstoddseiicanciatitiarc ken te ant ee acca ween etna 253 253 
25,028 6,153 

Expenditures: on plant and equipment (net)! .2..252.5....5.......5 3,290 oe 
Expenditures on exploration, development and construction .................. = 27,041 


Repayment of housing loans (net) 


Less charges not involving current outlay of funds: 


Value ascribed to share capital. 2. 4h2).5 pe. er = 348 
Interest accrued prior to October 1, 1972 on Income Debentures and 

loans, from: associated Companies y2.c.c: ee ee ee _ 2,72 

= 3,220 

28,637 29,974 

INEREASE TNOW ORIKING§-GAIPTT A ea rca cue cer te en eee ee 19,024 469 

WORKING CAPITAL beginning of yeataen-se. ee eee 2,101 1,632 

WORKING CAPITAL end ot year arraeertern os een teen ec ene ee $ 27,125 $5 2101 
Note: Bank loan repayments in CaSh..........ccccccccsssesecesssssceeeenseenee $ 26,405 
Less decrease in current portion of bank loans payable... 1,630 
Reduction in bank loans aS abOVE .........ccccccccesesssereteveceesens $ 24,775 
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Notes to the Financial Statements 
DECEMBER 31, 1973 


‘Ls 


ACCOUNTING POLICIES 


The information on pages 8 and 9 presents a summary of certain accounting policies and is an 


integral part of these financial statements. 


PLANT AND EQUIPMENT 


1973 
Plan tea nCpeqorormerit sat ecOS lar.i:1an Sua ter ea pee ee ta cee $101 ,648,308 
Lesseaccumu lated “CepreciatiOn cso. sctees.ckie so luvassesestodveeecacas 10,339,517 


$ 91,308,791 


MINING PROPERTIES AND PREPRODUCTION EXPENDITURES 
ae ves! 


Mining properties, at cost $ 1,055,009 


BeSSodecUMUlatedmalmOtiZaciOl, wm ..-cunenee ae een aes 62,622 
992,387 

Prep roductionwexDenditures: atv COSt i rrcnccteeworecsucurcoes ane ce 46,266,282 
Pessece cumulated matiOhiZatlOn maces: a as eee 2,756,377 
43,509,905 


1972 


$ 98,419,798 
4,458,146 


$ 93,961,652 


1972 


$ 1,055,009 


10,871 


1,044,138 


46,360,455 
479,230 


45,881,225 


$ 44,502,292 


LONG TERM DEBT 


$ 46,925,363 


1973 1972 
Bank loans (with interest and terms as stated hereunder) ... $ 33,595,000 $ 60,000,000 
Less portion included in current liabilities 0.0.0. 4,270,000 5,900,000 
Long term portion (including Can. $5,375,000 payable in U.S. 

COLLARS Vaiss etae ee tine, 1 eM err 2 Ula Re pe eat st, Seni Madu gs seuancarecee 29,325,000 54,100,000 
834% Notes due as stated hereunder o......ecccceceseecesseseeteees 26,583,233 26,836,406 
Less portion included in current liabilities ($250,000 U.S.) ... 253,173 253,175 
Long term portion (1973 — $26,000,000 U.S.; 1972 — $26,250,000 

Se lan Sage eee Sh eecat ban Fe Oly 2 ey eRe ec ot epee ees co reer 26,330,060 26,583,233 
8%2% Series A Income Debentures due December 31, 1985 . 44,093,000 44 093,000 
EACUSI ORI On Ils meer center ent RMP to ae stdee te nieop hata hemes 358,648 677,737 
Accrued interest on Income Debentures ........ccccceecceeeseeeeeeee 12,265,958 7,693,055 

$112,372,666 $133,147,025 


Repayment of the bank loans is collaterally secured under a Trust Deed by the pledge of first 
mortgage bonds, secured by a first fixed and specific charge and a first floating charge on the 
assets of the Company. The interest rate on such loans is 14% above the minimum commercial 
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lending rate adjustable from time to time by each bank independently; the December 31, 1973 
rate was 1074% per annum. 


Repayment of the 834% Notes is collaterally secured under a Trust Deed by the pledge of 
second mortgage bonds, secured by a second fixed and specific charge and a second floating 
charge on the assets of the Company. 


Under the terms of the Bank Loan Agreement and the Japanese Financing Agreement 90% of the 
Company’s net operating profit as defined is to be applied to repayment of the bank loans until 


repaid in full and thereafter to repayment of the 834% Notes. The cumulative minimum 
repayments of principal required to be made are as follows: 


Cumulative Minimum Repayments of Principal 


Due In Bank Loans 834% Notes 

1974 $ 16,300,000 500,000 U.S. 
1975 29,300,000 750,000 U.S. 
1976 42,300,000 1,000,000 U.S. 
1977 54,400,000 1,250,000°US: 
1978 60,000,000 8,350,000 U.S. 
1979 — 21,650,000- US: 
1980 — 26,500,000 U.S. 


To December 31, 1973 repayments totalling $23,904,000 and $250,000 U.S. have been made on 
the bank loans and 834% Notes respectively, thereby reducing the cumulative minimum 
repayments shown above by these amounts; the cumulative bank loan repayments of 
$16,300,000 due in 1974 have thus been more than satisfied. In addition a further prepayment of 
$2,501,000 was made against the bank loans bringing the total bank loan repayments during 1973 
to $26,405,000. 

The principal amount of the Income Debentures is to be repaid by way of annual sinking fund 
payments from all of the operating profits of the Company after all other forms of long term 
debt have been paid in full. The amounts and timing of the required sinking fund payments are 
defined in the Income Debenture Indenture and are dependent on the operating profits of the 
Company together with certain other factors. The sinking fund payments are to be used to 
redeem the Income Debentures at par. Of the Income Debentures of $44,093,000 outstanding at 
December 31, 1973 $36,097,000 principal amount is owned by the parent company, Rio Algom 
Mines Limited. 

The accrued interest of $12,265,958 on Income Debentures at December 31, 1973 may not be 
paid until the required interest and principal repayments have been made and certain other 


conditions have been met under the terms of the Bank Loan Agreement and the Japanese 
Financing Agreement. 


5. CAPITAL STOCK Common Class A 
Amount Amount 
Charest lesued: Shares Paid Up Shares Paid Up 
At) December 2315-1972 poset mene 7,331,904 $7,331,904 867,758 $ 867,758 
Underestockzoptiony plan sas, sere e 15,000 15,000 = = 
Conversion of Class A to common shares 867,758 867,758 (867,758) (867,758) 
Balance, December 31, 1973. oo...cceceeeeeeeee 8,214,662 $8,214,662 _ $ — 
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The Class A shares are non-voting, are not entitled to dividends, and are convertible to common 
shares at any time at the option of the holder on the basis of one common share for each Class A 
share. 


At December 31, 1973, 844,660 common shares were reserved: 


(a) 760,560 common shares for issue in exchange for the 760,560 Class A shares which may be 
issued under the terms of the Construction and Management Agreement; 


(b) 84,100 common shares for issue under a Stock Option Plan. Options may be granted to 
employees of the Company and to certain employees of Rio Algom Mines 
Limited. Outstanding options have been granted to purchase 64,600 common 
shares at prices varying from $7.29 to $8.65 per share; these options expire on 
varying dates from September 27, 1976 to April 16, 1979. 


In addition 760,560 Class A shares are reserved to satisfy obligations of the Company which may 
arise under the provisions of the Construction and Management Agreement with Rio Algom 
(note 6(a)). 


The Trust Deeds and Indentures prohibit the payment of dividends until all loans and accrued 
interest have been paid in full. 


6. COMMITMENTS AND CONTINGENT LIABILITIES 


(a) Rio Algom Mines Limited has agreed to supervise and manage the business of the 
Company until December 1, 1984 and to incur and pay, on behalf of the Company, 
operating costs of the Company incurred prior to August 1, 1976. The Company has agreed 
to pay Rio Algom a management fee of $250,000 per annum. 


If the Company is unable to reimburse Rio Algom for any of the aforementioned costs Rio 
Algom may elect to receive Units of the Company’s Income Debentures and Class A shares 
instead of cash at a later date. The maximum number of such Units which could be issued 
is 9,507, comprised of $9,507,000 principal amount of Income Debentures and 760,560 Class 
A shares. 


(b) The Company has a contingent liability to buy back 231 houses and 42 mobile home lots at 
the Logan Lake townsite for $5,577,517 until December 31, 1982. 


7. REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


During the year ended December 31, 1973 the aggregate direct remuneration paid or payable by 
the Company to the directors and senior officers of the Company was $176,415. 


